This is an empirical study of the determinants of stock holdings using data from the U.S. Survey of Consumer Finances from 1992 to 2001. There is a great heterogeneity in the way households form their portfolios. Stock ownership is positively correlated with various measures of wealth, age, retirement savings, and having sought financial advice. It is negatively correlated with holdings of alternative risky investments, such as investments in private businesses, and with the willingness to undertake non-financial investments in the future. While we can predict reasonably well who holds stocks, we have less predictive power about the share of stocks owned by those who hold positive amounts.
I. Introduction
How do investors divide their wealth among different assets? What are the factors that influence the composition of an investor's optimal portfolio? During the last decade, asset allocation has re-emerged at the forefront of financial research. In part, this trend is due to the availability of new micro data, and in part it is due to the rise of practical interest in this branch of finance. This practical interest has grown with the importance of financial assets as a share of total assets. This share has climbed from 31.6 percent in 1992 to 42 percent in 2001 (see Aizcorbe, Kennickell and Moore, 2003) . Furthermore, the interest of portfolio theory has also grown with the concerns over the management of retirement wealth. With the rise in popularity of directed retirement accounts, individuals are finding it necessary to educate themselves in this area. 1 This necessity will become ever more pressing if President Bush's proposed private Social Security program becomes a reality.
In this paper, we contribute to the theory of portfolio choice by examining the empirical determinants of stock holdings. In our study, we use the broad U.S. Survey of Consumer estate, private business), motives for saving, and the use of professional investment advice.
The main insights we learn from our analysis are as follows:
Households have continued to increase their stock holdings in 2001 relative to earlier surveys. Despite the end of the bullish stock market of the nineties, households in 2001 were not only more likely to hold stocks than in earlier surveys, but also those who held stocks increased on average the equity share in their financial portfolios. Both the increase in the participation rate and the increase in the average equity share are robust to the control for other household characteristics.
The distribution of households by the fraction of stocks held in their overall portfolios is much less bimodal than the distributions reported by Ameriks and Zeldes (2001) and Agnew, Balduzzi, and Sundén (2003) in 401(k) accounts. Therefore, the two extreme modes at zero and at 100 percent stocks documented in these earlier studies do not reflect extreme overall portfolio formation. Instead, they may reflect an attempt to minimize transaction costs and tax liabilities, or reflect the set of investment choices available in 401(k) plans, which can have a strong equity bias.
Saving motives are important for predicting if a household holds stocks or not. Saving for education bills, household purchases, and retirement increases the likelihood of stock ownership. Meanwhile, saving to invest in a private business enterprise reduces the likelihood of stock ownership.
One of the new variables we study is professional investment advice. Households who sought professional investment advice are more likely to hold stocks. This is consistent with the view that an important barrier to holding stocks is the lack of financial sophistication to do so successfully. However, many households who sought professional advice did not actually end up investing in stocks. Likewise, the distribution of households by their share of equity in the financial portfolio is little affected by having sought professional advice or not. Therefore, we conclude that the barriers to enter the stock market are not easily mitigated by professional advice, and that other important factors are at play. 2 We observe a hump-shaped age effect in both stock ownership and equity shares in portfolios. The likelihood of stock ownership, conditional on a host of other explanatory variables, increases with age until age 61, while conditional equity shares peak at around age 50.
The rest of the paper is organized as follows. In Section II, we document the distribution of households by the fraction of stocks in their financial portfolios. In Section III, we describe the explanatory variables, the sample selection process, and the method of estimation. In Section IV, we present a probit analysis of who owns stocks.
In Section V, we analyze the determinants of the fraction of stocks held in the portfolio conditional on stock ownership. In Section V, we study a Tobit model where the decision to hold stocks and the fractions held are decided simultaneously. A summary section concludes the paper.
II. Distributions of stock holdings
To get a feel of the portfolio data in the SCF, we begin by documenting the distributions of stock holdings among U.S. households in the four surveys conducted in 1992, 1995, 1998,
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The relevance of professional financial advisors is also addressed by Alexander, Jones, and Nigro (1997), who examine a survey of mutual funds investors. They find that 21. financial net worth (financial assets 3 minus financial debt 4 ) greater than or equal to $1000, 2) positive total (financial and physical) net worth, and 3) positive labour income. We also eliminate outliers based on several ratios of assets to total networth (details are provided in the next section). The distributions are reported in Tables 1 to 4 below.
[ Table 1 ]
In Table 1 , we report the distribution of households by the ratio of stocks held in a particular category over the total value of their financial assets. We refer to the latter as the financial portfolio. "Total stock holdings" is an all inclusive category. It includes directly-held stocks, stocks in mutual funds, individual retirement accounts, thrift-type defined contribution plans, and other managed assets with equity interest such as annuities and trusts. The other three specific categories we consider are: retirement accounts, directly-held stocks, and mutual funds. "Retirement accounts" include , individual retirement accounts such as IRAs and Keoghs, as well as defined contribution plans such as thrift and 401(k) accounts. The self-explanatory category "directly-held stocks" does not include stocks held in retirement accounts. Finally, "stocks in mutual funds" is the value of stocks in mutual funds that are held outside retirement accounts.
As expected, we observe in Table 1 an increase in stock holdings over time as the 3 Financial assets include cash (checking and saving accounts, call accounts at brokerages, and money market accounts), stocks and bonds either directly held or held in mutual funds, IRAs and thrift-type accounts, cash value of whole life insurance, other managed assets (trusts, annuities, and managed investment accounts), and other financial assets (loans, future proceeds, royalties, futures, non-public stock-deferred compensation, and money in hand). Since households with very low holdings of financial assets or wealth are eliminated from our sample, the lack of participation in the stock market cannot be simply due to the lack of funds to invest. Several authors 5 have attributed the low participation rate to barriers to entry, which include the cost of gathering information about investment strategies or obtaining financial advice. The last three editions of the SCF allows us to test a part of this explanation. Since 1995, the SCF has asked households if they have sought investment advice within the previous year. We focus on the role of professional investment advice, defined as investment advice from a banker, an accountant, a financial planner, or a broker. If the cost of obtaining this advice is the main factor discouraging households from participating in the stock market, the subsample of households who have sought professional advice should have a much smaller fraction of households with zero stocks. In Table 2 , we show that this is not the case.
[ Table 2 ]
In Table 2 , we report the analogous distributions to those in Table 1 , but only for households that have sought professional investment advice within the previous year. As one would expect, households who have sought investment advice generally have a higher participation rate in the stock market, particularly in 1995 and in 1998 where the differences are statistically significant at the five percent level. Those who participate also invest larger amounts. However, these effects are not large, so the overall distributions in Tables 1 and   2 are quite similar. In particular, in 2001, the fraction of households who had no stocks of any kind is the same for those who have sought professional financial advice and those who did not. In the same year, the fraction of households who held no stocks in each one of the other three categories is only marginally lower for the households who have sought professional financial advice. Therefore, professional financial advice as defined above is insufficient to break all the barriers to enter the stock market. Other barriers must remain to explain the low or non-participation of a sizable fraction of the population.
In Table 3 , we report the distribution of households by the fraction of stocks they hold in two interesting subsets of the overall portfolio: retirement accounts and mutual funds.
The sample for retirement accounts includes only households with at least one retirement account. Similarly, the sample for mutual funds accounts includes only households with at least one mutual funds account. Retirement accounts includes individual retirement accounts such as IRAs and Keoghs, as well as defined contribution plans such as thrift and 401(k) accounts. Mutual funds accounts do not include mutual funds held in retirement accounts.
[ Table 3 ]
The two distributions in Table 3 are interesting. While the mass at zero in both categories is still large, there are two additional spikes in the middle and the upper tail of each distribution. Hence, the two most popular equity allocations in retirement accounts and mutual funds are zero and 100 percent, followed by (approximately) 50 percent.
In earlier contributions, Agnew, Balduzzi, and Sandén (2003) and Ameriks and Zeldes (2002) have documented a bimodal distribution of equity allocations in retirement accounts (401(k)s and TIAA-CREF, respectively) with spikes at the two extremes. However, the fact that this bimodal distribution is not present in the overall financial portfolio as seen in Table 1 suggests that individuals do not necessarily seek extreme portfolios. Instead, individuals may be seeking to minimize tax liabilities or intermediation costs when they choose a "zero or one" share of equity in retirement accounts. The also popular 50-50 allocation is probably due to the simplicity of the rule, which among other things makes it an easy answer to the interviewer of the survey.
In Table 4 , we restrict again the sample of households to those who sought professional investment advice, and we report the analogous distributions to those in Table 3 . Overall, the distributions in Table 4 are quite similar to those in Table 3 . In both tables the distributions are tri-modal with spikes at the two tails and the middle. In some years, households who sought professional investment advice tended to diversify their portfolios a little bit more than those who did not, but the differences between the two tables are quantitatively small, as they were the differences between Tables 1 and 2 .
[ Table 4 ]
We tried relaxing the sample selection criteria with weaker filters or including all households (not shown). In all cases, the basic patterns in Tables 1 to 4 do not change. The main difference when all households are included is that the distributions are more skewed towards zero stock holdings. This difference is not surprising since we screen out low net worth households in our sample selection.
III. Variables, sample selection, and estimation a. Explanatory variables both a time and a cohort effect. In the pooled regressions, we include a time dummy to see if there is a separate time effect. We expect that stock market participation and equity shares increased over time.
Financial net worth
We use financial net worth to control for financial wealth in the portfolio decision. Also, we include the square of financial net worth to account for possible nonlinearity in the relationship. For example, we may expect households to hold more stocks as financial net worth increases. However, households with very high financial net worth may be more averse to risk in their financial portfolios if their financial net worth is a significant part of their total wealth, which means that portfolio returns are highly correlated with consumption. We expect that stock market participation and equity shares increase with financial net worth.
Real estate: relative housing value, investment real estate
We control for ownership of real estate using two variables. One is housing value relative to total net worth, where housing refers to each household's primary residence.
The other is that value of investment real estate relative to total net worth. Housing is the largest investment of most households. It is an important source of income in the form of shelter services, as well as an important source of financial commitments such as mortgage payments, property taxes, repairs, and so on. In addition, real estate are fairly illiquid assets, in the sense they involve substantial transaction costs, which include taxes, commissions, and the cost of moving. We expect that stock market participation and equity shares decrease with stakes in real estate.
Risk attitude
There is a self-reported risk attitude variable in the survey, based on a hypothetical investment question on risk and return trade-off. This variable takes on four possible values, one to four. A larger number implies a higher degree of risk aversion. We expect that higher degree of risk aversion leads to lower stock participation rates and equity shares.
Entrepreneurial risk: relative business value
Some households in the surveys own private businesses. The latter is a proxy for entrepreneurial risk (Heaton and Lucas, 2000) , and is also an example of personal illiquid projects that generate liquidity needs (Faig and Shum, 2002) . We use private business value (which includes personal assets used as collateral for business loans) relative to total net worth as a proxy for these effects. We expect that stock market participation and equity shares decrease with stakes in private businesses.
Labour income: log of labour income
Labour income consists of wages, salaries, and professional income including farm income.
We use the log of labor income in the regression to dampen the effects of extreme values.
This variable can be interpreted as a measure of human capital (holding age and other characteristics constant). We expect that households with more human capital are less vulnerable to the risk of their financial portfolios, and hence are more likely to participate in the stock market, and hold a higher portion of their portfolio in equity. However, this effect is ambiguous in theory, because the riskiness of labour income generates background risk which works in the opposite direction.
Saving motives
In the SCF, there is also a section on miscellaneous opinion variables. The useful variables for our purpose are the questions on saving motives. Respondents are asked to choose from a list provided by the interviewer their top reasons for saving. These reasons proxy for the short-/long-term liquidity needs of each household. We group the list of reasons into eight categories. They are: (1) education (one's own, spouse's, children's, and grandchildren's), (2) invest in own home (purchase or renovate own home/cottage), (3) household purchases (appliances, furnishings, cars, special occasions, and hobby items), (4) travel (vacations, and time off), (5) invest in own business (purchase own business/farm and/or equipment for business/farm), (6) retirement (including burial expenses), (7) emergency (unemployment, illness, and "rainy" days), and (8) living expenses and bills (including tax and insurance bills, and other contractual commitments). We convert each category into a dummy variable, assigning the value one if a respondent chooses it as one of his/her top three reasons for saving, and zero otherwise.
We should emphasize that these saving motive dummies represent intentions to spend in the future, and are meant to capture household liquidity needs in our analysis. Variables such as "relative housing values", or "relative business values" discussed earlier, are dollar figures of actual holdings, and are meant to capture mainly the diversification aspect of portfolio choice. Hence, while these variables may sound related, they measure very different effects.
Professional investment advice
Beginning in the 1995 SCF, respondents to the survey are asked whether they have sought financial advice from a third party within the past year. Seeking financial advice should reduce the barrier to equity investment, and the resulted asset allocation may be more "predictable". To this end, we focus on the impact of professional investment advice.
If the respondent has explicitly received investment advice from (1) Because of this exclusion, the average age of the households eliminated is around 3 years older than those we select. However, the impact it has on our variables of interest is small. For example, we tried estimating the model including households with zero labor income (without taking logs) and found similar results, except for the parameter estimate of labor income which becomes statistically insignificant.
The SCF, compiled by the Federal Reserve Board, is based on a dual-frame sample design, incorporating both a standard multi-period national area-probability design and a list-sample design. The list sample is selected from a set of tax returns. It is intended to provide a disproportionate representation of wealthy households, who own a large percentage of skewed assets such as stocks, options, and antiques. To compensate for this unequal probability in the sample design and for failure to obtain an interview with some of the selected households, a set of sample weights is included in the data set.
Between 4,000 and 5,000 households are interviewed in person for each survey. The public data set of each survey consists of five implicates, as a result of the multiple imputation technique used to handle missing data. Some data may be missing because respondents are unable or unwilling to provide certain pieces of information. 9 See Kennickell (1998) for a discussion of multiple imputation in the SCF. We utilize information contained in all five implicates. Using the Repeated-Imputation Inference (RII) technique described in Montalto and Sung (1996), we include both the within-imputation variance and the across-imputation variance in generating inferences. This estimation methodology takes into account the sample-selection bias in the SCF and incorporates the variability in the data due to missing information.
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IV. The decision to hold stocks: probit analysis
We now consider the decision to participate in the stock market using probit regressions.
In the next two sections, we deal with the decision on how large the equity exposure should be. In Table 5 below, we report the probit regression results for the pooled data from the To summarize briefly, the Repeated-Imputation Inference (RII) estimation technique analyzes each implicate separately using standard methods, and combine the results to produce estimates and confidence intervals that incorporate missing-data uncertainty.
1992, 1995, 1998, and 2001 surveys. The dependent variable is equal to one if total stock holdings are positive, and zero otherwise.
[ Table 5 ]
In Table 5 , we observe that our probit regression is fairly successful in predicting who holds stocks. The percentage of accordant responses (or correct predictions) is 78 percent.
Age affects the likelihood of stock ownership, and this effect is hump-shaped. Age increases the likelihood of holding stocks until age 61. Financial net worth also affects the likelihood of stock ownership in the same fashion. Stock market participation increases with financial net worth for most households, because the likelihood of owning stocks, holding everything else constant, does not peak until $209 million. Further, the higher the degree of risk aversion, the less likely that a household would own stocks; while labour income increases this likelihood. The following saving motives lead to a significantly higher likelihood of stock ownership: education, household purchases, and with the largest coefficient, retirement.
Meanwhile, households who save to invest in their own business avoid owning stocks. Stock ownership increased significantly both from 1995 to 1998, and from 1998 to 2001. Therefore, the increasing participation in the stock market observed in Section II is still present once we control for the other independent variables in the regression. We will elaborate on these results and relate them to the literature later.
Separate probit analyses of the four surveys, rather than the pooled data, reveal a qualitatively similar pattern. The explanatory variables that are statistically significant in at least two of the three surveys are: age, age 2 , financial net worth, financial net worth 2 , risk attitude, relative business value, log of labour income, and two saving motives:
household purchases and retirement. Table 6 below.
[ Therefore, individuals who are well endowed with human capital benefit the most from owning stocks. This theoretical result implies not only a positive coefficient for labour income, but also that the likelihood of owning stocks should peak early in the life of an individual, which is when on average human capital peaks. However, the coefficients for age and age 2 suggest that the conditional likelihood of stock ownership increases until the age of 61. This late age for the peak of the conditional likelihood is consistent with the view that there are significant entry barriers to the stock market, despite the fact that we have controlled for a host of other explanatory factors. These barriers are likely to decline with age because individuals acquire investment skill over time, and also because the least costly way for modest households to invest in stocks is through retirement accounts, which are most popular for mature individuals.
Barriers to entry have historically prevented most individuals from owning stocks.
However, the rapid growth of pooled funds and self-directed accounts in recent years have lowered the cost of entry. As a result, the fraction of stockholders in the population has increased over time not only unconditionally, as seen in the previous section, but has also increased after we controlled for other household characteristics, as evidenced by the rising pattern of the time dummies in Table 5 . The probit regressions in Tables 5 and 6 are consistent with the entry cost argument in several other ways. First, as mentioned above, the late age at which the conditional likelihood of holding stocks peaks may be explained by entry barriers. Second, the positive coefficients for professional financial advice are consistent with informational costs being an entry barrier. 11 Third, the positive relationship between financial net worth and the likelihood of owning stocks is indicative that only households with substantial wealth find it worthwhile to incur the entry costs. Tables 5 and 6 show a negative, but statistically insignificant relationship between exposure to real estate and the likelihood of holding stocks. Theoretically, this relationship is ambiguous because exposure to real estate affects the financial portfolio in a variety of ways. Not only is real estate a risky investment, but also it has special characteristics such as being illiquid, providing the consumption stream of shelter, and generating regular liquidity needs (e.g., mortgage, property tax, and utility payments, and maintenance costs).
Because of all these complexities, the interaction between housing and the financial portfolio
11
The positive coefficient of professional advice could also be interpreted as stockholders being more likely to seek advice.
is theoretically ambiguous. 13 
V. Equity shares in the portfolio
Having studied the decision of whether or not to invest in stocks, the logical next step is to consider "how much", that is, the determinants of equity shares in the financial portfolio. To this end, we employ the same set of explanatory factors in a conditional linear regression. Only those households who own stocks are included in the sample. In Table 7 below, we report the results from the pooled data of the four surveys we study. Also, see Banks, Blundell, and Smith (2004) for an in depth study of how U.K. and U.S. investors respond to incentives on their housing and stock investments.
[ Table 7 ]
Unlike Ameriks and Zeldes (2001), we do find evidence of a hump-shaped age effect, conditional on stock ownership. 15 The main difference between our empirical framework and theirs is the set of explanatory variables. While Ameriks and Zeldes focus exclusively on age and time in their regressions, we include a wide range of household characteristics in ours. Therefore, after controlling for household characteristics, age does seem to have an impact on the share of stocks in household portfolios. Stock holdings increase until around age 50 and then, conditional on the other variables in the regression, start to decrease.
Despite a few significant coefficients, the results in Table 7 risk attitude, stakes in private business, the time dummies, and two saving motives "invest in own home" and "retirement". The parameter estimates of these variables all have the expected sign, in that a higher level of risk aversion, larger stakes in other risky assets (private business) lead to a smaller fraction of stocks in the financial portfolio, while this fraction increases with time. Further, those who are saving for retirement tend to allocate more of their financial portfolio to equities, and those who are saving to buy or renovate a home tend to allocate less to equities. 16 The three time dummies are statistically significant and they are increasing over time. It is particularly interesting to observe that the 2001 dummy is even higher than the 1998 dummy. So at least until 2001 stockholders did not decrease their relative exposure to equities despite the end of the bullish climate of the nineties.
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Ameriks and Zeldes (2001) find that conditional on stock ownership, the fraction held in equities is fairly constant with age. These results hold in both the SCF and TIAA-CREF data sets.
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Faig and Shum (2002) provides a model in which households become more risk averse in their portfolio choice when they take on productive personal projects. Housing is one such example.
The fit does not improve significantly when we run separate conditional regressions for the four surveys, so non-stationarity does not explain the low R2 in Table 7 . Moreover, since these separate regressions have smaller sample sizes, fewer variables are statistically significant. Only risk attitude is consistently significant in all four regressions. Because the results are uninteresting and to conserve space, we do not present these regressions here.
The low R 2 in Table 7 suggests highly erratic choices made by households while forming their portfolio of financial assets. This heterogeneity is also emphasized in a recent survey of the literature by Curucuru, Heaton, Lucas, and Moore (2004), so it is consistent with alternative data sets and explanatory variables. Admittedly, survey data are known to be noisy. However, the SCFs are collected with great care, so noisy data are probably an incomplete explanation for the diverse and apparently erratic behavior we observe in household portfolio choice. A major challenge for modern theory of the portfolio choice is to develop more accurate explanations for the portfolios individuals form, or at least to rationalize why individual behavior is so erratic.
We also investigate whether having professional financial advice improves the predictability of equity allocations. We separate households with positive stock holdings into two subsamples: those who seek professional financial advice, and those who do not.
Regression results from the two subsamples (not shown) are virtually indistinguishable. To confirm this finding, we run another regression, using the full sample of households with positive stock holdings, and add interaction terms between the explanatory factors and the professional advice dummy variable. Indeed, none of the interaction terms are statistically significant at the five percent level except for one saving motive (household purchase).
VI. Tobit Analysis of equity holdings
One may argue that it is more efficient to estimate the decision to hold equity and the share of equity in the portfolio jointly. Both Agnew, Balduzzi, and Sundén (2003) and Poterba and Samwick (2002) favour the Tobit specification for censored dependent variables. However, the factors that influence the two choices may be different, 17 and strong parametric assumptions are used in the Tobit model. Ameriks and Zeldes (2001), for example, choose separate analyses of the two choices, as we do in the last two sections. In this section, we present our results from the Tobit regressions, as an alternative specification.
In Table 8 , we report the Tobit regression using the pooled data using the 1992, 1995, 1998, and 2001 surveys.
[ Table 8 ]
The results from the Tobit analysis confirm those from the conditional linear analysis of the previous section. The significant coefficients at the 5 percent level in Table 8 are those that were significant in Table 7 , except for the saving motive, invest in own home, which now is significant only at the 10.9 percent level. The sign of all coefficients is exactly the same in both tables. Also, we observe a hump-shaped age effect with a peak around 50 in both tables. As in the previous section, we ran separate regressions for each survey. Again, only risk attitude is consistently statistically significant in all four regressions. Variables such as relative business value and saving for retirement are significant only for one or two of the four years (not shown). Therefore, as before, pooling several years of data together is required to generate a reasonable story. Further, using the sample of individuals who sought financial investment advice yields almost identical results from the whole sample (not shown).
VII. Conclusion
When we combine the analyses in the preceding sections, we reach the following conclusions. There is great heterogeneity in the way households form their financial portfolios. With available data we are able to explain only a small fraction of this diversity.
We find that the decision to hold stocks is positively correlated with various measures of wealth, such as financial net worth and labour income, with age, with risk attitude, with having sought financial advice, and with some saving motives such as saving for retirement.
Moreover, stock ownership is negatively correlated with holdings of alternative risky investments, such as private business, and with the willingness to undertake non-financial investments in the future, such as invest in own home and own business. Although we predict better who owns stocks than the portfolio shares for those that hold positive amounts, we find the following explanatory variables affect portfolio shares: age has a hump-shape effect with a peak around 50; financial net worth, time dummies, and saving for retirement have a positive effect; risk attitude and value of real investments (business or home) have a negative effect. Another noteworthy observation is that broadly-defined stocks -the dependent variable used in our study -respond more to the explanatory variables than narrowly-defined stocks (directly-held stocks, stocks held in mutual funds or thrift-type retirement accounts). This suggests that non-traditional forms of equity investment (stocks held in annuities, IRA/Keoghs, trusts and other managed investment accounts) are becoming more important in household portfolios.
A partial explanation for our findings is that, despite the advancement of internet technology in the last decade, there is still a significant barrier to equity investment for the average U.S. household, due to information and transaction costs. Unfortunately, this explanation is at best incomplete because it does not account for the wide diversity in the way households form their financial portfolios. This diversity may be due to a lack of understanding by investors of the true consequences of alternative investment strategies.
That is, even if an individual has enough knowledge and confidence to buy stocks, he may not know how risky stocks are, or may not comprehend the advantages of diversification, or the need to rebalance his portfolio. If portfolio diversity is due to this reason, there is little we can do at this stage to better understand portfolio formation, except to emphasize the importance of financial education (although in the SCF data, we find that having sought professional investment advice does not improve the predictability of equity shares).
We believe that there are other important reasons -still not well understood -for portfolio diversity. For example, the precise environment in which consumption, saving, and investment decisions take place must matter a great deal on risk taking behavior.
In our earlier paper (Faig and Shum, 2002) , we show that the lumpiness and illiquidity of private investment projects change in surprising ways the risk taking behavior in the portfolio of financial assets. More generally, liquidity considerations and the lumpiness of many expenditures should affect the incentives for accepting risks in the financial portfolio in ways that we should strive to understand better.
Finally, several studies have reported that investors make extreme choices in their retirement and mutual fund accounts, and that this behavior may be tied to psychological factors. However, when we consider the equity share in their overall portfolios, such behavior is not evident. Hence, it is possible that the observed "zero or one" choice in these "subset" accounts are simply strategies to minimize total tax liabilities or transaction costs. Montalto and Sung, 1996 ). An asterisk indicates significantly different from zero at the 5 percent level. Log likelihood, accordant responses, and pseudo R 2 are averages over the five implicates in the surveys. Note: See notes to Table 5 . Note: Equity refers to total stock holdings. Model estimated using the RepeatedImputation Inference (RII) technique (see Montalto and Sung, 1996) . An asterisk indicates a coefficient is significantly different from zero at the 5 percent level. The average adjusted Note: Equity refers to total stock holdings. Model estimated using the RepeatedImputation Inference (RII) technique (see Montalto and Sung, 1996) . An asterisk indicates a coefficient is significantly different from zero at the 5 percent level. The log likelihood and the pseudo R 2 are averages over the five implicates in the surveys.
